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Purpose 

"To provide capital for agricultural development; 

'To create a standard form of investment based upon 
farm mortgage; 

"To equalize rates of interest upon farm loans: 

"To furnish a market for United States bonds; 

"To create Government depositaries and financial 
agents for the United States; 

"And for other purposes." 

Administration 

A 'Federal Farm Loan Bureau, a department of the U. S. 
Treasury, under general supervision of the 

Federal Farm Loan Board 

Five Member* 

Secretary of the Treasury, ex officio chairman. 

Four, to be appointed by the President, with consent of 
the Senate, to serve for eight years, except that the four 
members first appointed shall serve for two, four, six 
and eight years respectively; not more than two from one 
political party— one to be Farm Loan Commissioner, and 
active executive officer, salary $10,000 each (§3. ^2 & 3).* 
To devote entire time to business of Board ana not to be 
engaged in banking, or in business of making or selling 
land mortgage loans. (§3, If 5). 

Powers 

To organize and charter Federal land banks, and to 
charter national farm loan associations and joint stock 
land banks (§17, f 2). 

To divide the continental United States, excluding 
Alaska, into twelve Federal land bank districts — may 

♦All •eotloM (|) and paragraphs (J) refer to full text of the Fed 
Farm Loan Aet. 
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4 FEDERAL FARM LOAN ACT 

readjust (§4, tl)— each to contain a Federal land bank of 
not leas than $750,000 capital (§5, Jl). 

To establish rate of interest to be charged by Federal 
land banks ($17, H3). 

To determine upon issues of farm loan bonds (§18, 

~\ and approve their form and issue (§20, U4). 
o fix charges on loans ({17, %5). 

To make examinations, and require reports from all 
banks or associations (§17, U6); publish such reports in 
consolidated form (§3, 112). 

To prescribe forms and terms of farm loan and surety 
bonds (§17, 17). 

To require Federal land banks to pay their equitable 
proportion of sums advanced by any land bank to pay 
coupons of another bank; proportion based on bonds 
issued and outstanding at time of requirement (§17, 18). 

To appoint in each district a farm loan registrar: land 
bank appraisers and examiners, none of whom shall be in 
any way connected with banking or in business of making 
or selling land mortgage loans (§3, 17). 

To require additional security for protection of bonds 
issued (§19, 16). 

To have farm lands appraised (§3, IT 12). 

To prepare and publish official amortisation tables 
(§3, 112). 

To fix and supervise salaries (§3, 18 & 10). 

To direct land bank appraisers to make examinations 
and appraisals, and conduct investigations concerning 
farm loan bonds and first mortgages on such forms as 
may be prescribed (§10, 14 & 5). 

To prepare and distribute bulletins setting forth princi- 
pal features of the Act (§3, 114). 

To apply to Secretary of Treasury for temporary de- 
posits for use of Federal land banks ( §32} . 

To suspend or remove for cause officials appointed by 
the Board (§17, 19). 
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Farm Loan Registrar 
Duties and Power 

One in each district appointed by Federal Farm Loan 
Board ({3, J7). 

To receive applications for issues of (§3, U7), and make 
delivery of farm loan bonds (§20, H3). 

To act as trustee for bank issuing farm loan bonds 
(§19, TO. 

To see that farm loan bonds delivered do not exceed 
collateral held (§19, TO- 

May accept U. S. Government bonds, or cash as a 
temporary substitute for mortgages withdrawn (§19, TO* 

To cause the cancellation and delivery to the makers, 
heirs or assigns, of mortgages paid in full (§22, fl). 

May order the transfer to his account as trustee, of 
all payments, or the proceeds thereof, on the principal of 
mortgages held as collateral against farm loan bonds 
(§22, T19). 
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Federal Land Banks 

Twelve, organized and chartered by Federal Farm Loan 
Board. One to be located in each of a like number of 
cities, within one of a like number of districts to be known 
as Federal land bank districts covering the continental 
U. S., excluding Alaska (§4, f 1 & 2). 

Each bank controlled by nine directors as follows: — 
6 selected by national farm loan associations known as 
local directors. 

3 appointed by Federal Farm Loan Board known as 
district directors ($4. U19). One designated by Board 
as chairman (§4, 1f22). One experienced and actually 
engaged in practical farming (§4, If 24). 

No director shall be employed in banking or in business 
of making or selling land mortgage loans (§4, If 24). 

Capitafnot less than $750,000. Shares $5 each. Govern- 
ment, any State, or public may subscribe (§5, 1[1 & 2). 

Stock held by national farm loan associations shall not 
be transferred or hypothecated (§5, 1[3). 

No dividends on Government stock (§5, f4). 

Only stock held by farm loan association or U. S. Gov- 
ernment entitled to vote; Government stock voted by 
Farm Loan Commissioner as directed by Federal Farm 
Loan Board (§5, 1f4). 

If 30 days after opening subscription for stock any part 
of minimum capitalization of $750,000 remains unsub- 
scribed, the Secretary of the Treasury shall subscribe for 
balance on behalf of the U. S., subject to call on 30 days' 
notice with approval of Federal Farm Loan Board; stock 
held by U. S. Government to be retired at par under 
certain conditions (§5, %5 & 6). 

25% of capital representing stock held by national farm 
loan association shall consist of cash in vaults of land 
bank, deposits in member banks of Federal Reserve Sys- 
tem or m securities approved by Federal Farm Loan 
Board, provided that not less than 5% be invested in U. S. 
Government bonds (§5, 1f7). 

For purpose of organisation until election and appointment 
of permanent officers each bank temporarily managed by five 
directors appointed by Federal Farm Loan Board (§4, 1f#). 
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Powers and Duties 

To issue and sell, purchase and retire, at or before 
maturity, with the consent of the Federal Farm Loan 
Board, farm loan bonds (§13, %2). 

To invest in qualified first mortgages on farm lands 
within its district (513, ^3). 

To receive and deposit farm mortgages in trust with 
farm loan registrar, and authorize farm loan associations 
and agents to collect and remit sums payable under terms 
of such mortgages (513, U4). 

To acquire and dispose of real or personal property 
necessary for the transaction of business, and land acquired 
in satisfaction of debts, or purchased at sales under certain 
conditions (§13, f5, 6 & 7). 

To make interest bearing deposits with any member 
bank of the Federal Reserve System (§13, 1[8). 

To accept, without interest, deposits of securities or 
current funds from farm loan associations holding its 
shares (§13, ?8). 

To borrow money, upon security (§13, U10). 

To buy and sell U. S. Bonds (§13, f 11). 

To apply for, through Federal Farm Loan Board, and 
receive, temporary deposits from U. S. Treasury not in 
excess of $6,000,000 at any one time, upon certificates of 
indebtedness bearing interest at current rates, secured 
by farm loan bonds or other satisfactory security (§32). 

May act, under certain conditions, as financial agents of 
the Government and receive Government deposits, except 
receipts from Customs; such funds shall not be invested m 
mortgage loans (§6). m 

May grant reappraisals for purpose of additional loans 
permitted under certain conditions (§12, Hll). 

May establish branches within district (M, f 2). 

To declare dividends under certain conditions (§23, HI). 

To submit quarterly statements of condition to Federal 
Farm Loan Board (§3, f 13). 
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Restriction* 

Demand deposits accepted only from own stockholders 
(§14, 12). 

Shall not issue or obligate itself for outstanding farm 
loan bonds in excess of twenty times the amount of its 
capital and surplus, nor receive from any farm loan associa- 
tion additional mortgages when principal unpaid on those 
already received exceeds twenty times the amount of 
capital stock owned by such association (§14, 15). 

Shall loan on first mortgage only through national farm 
loan associations or agents ($14, f3.) 

Shall accept only qualified first mortgages on real 
estate and those taken as additional security (§14, 14). 

Shall receive only authorized commissions or charges 
(§14, 16). 

Land Bank Appraisers 

One or more appointed in each district by Federal Farm 
Loan Board (§3, 17). 

To receive written report of loan committee, and inves- 
tigate and report in writing upon land offered as security 
(§10, 13). 

To examine, appraise and investigate farm loan bonds 
and first mortgages. (§10, 15). 
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National Farm Loan Associations 

Chartered by Federal Farm Loan Board upon favorable 
report of Federal land bank (§7, 18 & 9). 

Organized by ten or more persons, actual or prospective 
owners of farm land qualified as security for mortgage 
loan (§7, 16). 

Articles of association submitted for approval of 
Federal land bank to be accompanied by affidavit of 
ownership of land, etc., and a stock subscription in the 
Federal land bank equal to 5% of desired loans. Mini- 
mum aggregate of loans, $20,000 (§7, 17 & 8). 

Five directors to be elected and hold office under same 
conditions as in national banking associations (§7, 12). 

Board of directors to choose secretary-treasurer, who 
need not be shareholder; elect president, vice president, 
and a loan committee of three; no director, except secre- 
tary-treasurer, to receive compensation, unless approved 
by Federal Farm Loan Board (§7, 12 & 3). 

All except secretary-treasurer shall be residents of 
district, and shareholders (§7, 16). 

Borrowers shall subscribe for capital stock of association 
equal to 5% of loan applied for. If loan is granted, 
borrower becomes owner of one share of stock for each 
$100 face amount of loan, to be paid off at par and 
retired upon full payment of loan. ($8, 13). 

Par value of stock $5; entitled to one vote; maximum, 
twenty votes for any shareholder (§8, 11 & 2\ 

Capital stock subscribed for is held as collateral to 
loan; accrued dividends payable to borrower. Only 
borrowers shall be members or shareholders (§8, 13). 

National farm loan association desiring to borrow for a 
member from Federal land bank shall subscribe for capital 
stock of such bank equal to 5% of loan applied for, pay- 
ment to be made in cash upon granting of loan; such stock 
held as collateral to loan; accruing dividends payable to 
association; may be retired at par: in such event farm 
loan association must do likewise with corresponding shares 
(§7, 111). 

Loans to individuals shall be not leas than $100 nor more 
than $10,000 (§7, 17). 

Capital increased for purpose of securing additional loans 
((8, 14). Reserve to be invested according to rules pre- 
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scribed by Federal Farm Loan Board (§24, 14). When 
voluntarily liquidated reserve becomes property of Federal 
land bank (§24, 15). 

Shareholders individually responsible, equally and 
ratably and not one for another, for all liabilities of 
association to the extent of stock owned at par value in 
addition to amount paid in represented by their shares 
( §9, 14). Membership in association decided by two-thirds 
vote of directors upon subscription for one share for each 
$100 face amount of loan (§9, 15). 

Powers 

To endorse mortgages and become liable for payment 
(111, 12). 

To receive and deliver funds against qualified first 
mortgages (§11, 13). 

To acquire and dispose of property necessary or con- 
venient for transaction of business (§11, 14). 

To issue certificates against deposits of current funds 
bearing interest not to exceed 4% per annum, convertible 
into farm loan bonds at the Federal land bank of 
the district in any multiple of $25 (§11, 15). 

To pay reasonable expenses from funds of the association; 
if no funds available, may assess members in proportion to 
amount of stock held by each, or may secure advance 
at 6% interest, from Federal land bank (§7, 15). 

To apply to the Federal land bank of the district for loans, 
with interest not exceeding 6% and not exceeding in the 
aggregate 34 of its stockholdings in said land bank (§9, 13). 

Loan Committee 

Three members elected by board of directors (§7, 12). 
Shall examine land offered as security and report in 
writing (§10, 11). 
Loans subject to favorable report of loan committee 

(§10, 11). 

Federal land bank not bound by loan committee 
appraisals (§10. 12). 

For any member of loan committee or board of directors 
interested directly or indirectly in a loan a substitute 
shall be appointed to act in the particular case (§10,16). 
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Agents to Act for Federal Land Banks 

Appointed by Federal Farm Loan Board (§15, 11,. 

After Act has been in effect one year, banks, trust com- 
panies, mortgage companies and savings institutions may 
act as agents for Federal land bank in localities where no 
farm loan associations have been or are likely to be formed. 
(§15, 11 & 3). 

Agents paid actual expenses incurred and a commission 
not to exceed )$% per annum on unpaid principal of loan 
(§15, 14 & 5). 

Aggregate of unpaid principal of mortgage loans shall 
not exceed ten times capital and surplus of negotiating 
agent (§15, 17). 

Duties 

Shall endorse loans made (§15, 17). 

To collect and forward to Federal land banks, without 
charge, payments on loans endorsed (§15, 16). 

To become liable for payment of endorsed loans 
case of default (§15, 17). 
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Joint Stock Land Banks 

Chartered by Federal Farm Loan Board (§17, f2). 

Not less than ten persons may organize bank (§16, f 1). 

Shall not be leas than five directors (§16, f 1). 

Shareholders individually liable, equally and rat-ably 
and not one for another, to the extent of stock owned at 
par value in addition to amount paid and represented by 
shares (§16, \2). 

Voting privileges same as in national banking associa- 
tions (§16, 1f3). 

U. S. Government not permitted to be shareholder 
(§16, H3). 

Capital stock subscribed shall not be less than $250,000; 
H paid in cash, balance subject to call (§16, %5). 

Shall not issue bonds until capital stock is entirely paid 
up (§16, J6). 

Duties and Powers 

Shall not issue nor obligate itself for outstanding farm 
loan bonds in excess of fifteen times the amount of capital 
and surplus (§16, 1[4). 

Shall not receive deposits nor transact any other business 
than specified under this Act (§16, 114). 

To make first mortgage loans on farm lands in State 
where principal office is located or within some one con- 
tiguous State (§16, 18). 

Shall not charge rate of interest on farm loans exceed- 
ing, by more than 1%, the rate established for last series of 
farm loan bonds issued (§16, 119). 

Shall demand or receive only authorized commissions 
or charges (§16, 1fl0). 

May act, under certain conditions, as financial agents 
of the Government and receive Government deposits, 
except receipts from Customs; such funds shall not be 
invested in mortgage loans (§6). 

To issue farm loan bonds in form prescribed by Federal 
Farm Loan Board (§16, f 11). 

To declare dividends under certain conditions (§23, fl). 
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Loans 

Loans made through Federal land bank 'to be secured 
by duly recorded first mortgages on farm land within the 
district (§12, J2). Loans shall be subject to favorable 
report of appraiser (§10, ^3). No loans shall be approved 
by a national loan association unless approved by loan 
committee (§10, f 1). 

Mortgage must contain agreement for repayment of 
loan on amortization plan (§12, f 3). 

Repayment to be made by a fixed number of annual or 
semi-annual instalments to cover: 

Charge on loan at rate not exceeding interest rate 
in last series of farm loan bonds issued by loaning 
bank. 

Charge for administration and profits at rate not 
exceeding 1% on unpaid principal. These twr 
charges to constitute interest rate on mortgage. 
Such sum to be applied on principal as will ex- 
tinguish debt within agreed period (§12. U3). 
To run for at least five years and not exceed forty years 

(§12, 13). 

Proceeds to be used as specified in application, otherwise 
loan may be called (§12, il6). 

Borrowers to pay all taxes and assessments (§12, 115). 
Fee of Federal land bank not to exceed actual cost of 
appraisal, and examination of title, etc., which may be 
added to loan if limitation is not increased (§13, 1 12). 

After five years from date of loan, borrower has option 
to pay, on any interest day, the whole or part of loan, 
in multiples of $25 (§12, V3). 

Interest not to exceed 6% exclusive of amortisation 
payment* (§12. J4). 
Purpose of loans: — 

To provide for purchase of land for agricultural 

uses (§12, U6). 

To provide for purchase of equipment, fertilisers 

and necessary live stock (§12, If 7). 

To provide buildings and for improvement of land 



(112, US). 
To liquidate u 



indebtedness existing at time of organi- 
sation of first national farm loan association in 
county where mortgaged land is situated, or indebt- 
edness subsequently incurred for purposes men- 
tioned (§12, 19).. 



